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Management's Discussion and Analysis 
 
As management of the City of Berwyn, we offer readers of the financial statements this narrative overview and 
analysis of the financial activities of the City of Berwyn for the fiscal year ended December 31, 2005. We 
encourage readers to consider the information presented here in conjunction with additional information that we 
have furnished in our letter of transmittal which can be found in the introductory section of this report. 
 
Financial Highlights 
 
 The assets of the City of Berwyn exceeded its liabilities at the close of the most recent fiscal year by 

$16,330,956 (net assets). The City has deficit unrestricted net assets of ($1,631,114) at year end. This 
is primarily because the City has not yet retroactively reported its infrastructure assets. 

 
 In 2005, the City's total net assets increased by $1,138,467. This increase is due to the operations of 

the City's governmental activities. Business-type activities ran at an operating loss mostly due to the 
significant expense of depreciation on capital infrastructure. 

 
 As of the close of the current fiscal year the City's governmental funds reported combined ending fund 

balances of $20,671,129, a decrease of $2,052,715 in comparison with the prior year. Approximately 
4.1% of this total amount, $845,513 is available for spending at the City's discretion (unreserved fund 
balance).   

 
 At the end of the current fiscal year, unreserved fund balance for the General Fund was $1,268,110 or 

3% of total General Fund expenditures. 
  
Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the City of Berwyn's basic financial 
statements. The City's basic financial statements are comprised of three components: 1) governmental-wide 
financial statements; 2) fund financial statements; and 3) notes to the financial statements. This report also 
contains other supplementary information in addition to the basic financial statements themselves. 
 
Government-wide financial statements - The governmental-wide financial statements found on pages 3  -  5 
are designed to provide readers with a broad overview of the City of Berwyn's finances, in a manner similar to a 
private sector business.  
  
The Statement of Net Assets presents information on all the City's assets and liabilities, with the difference 
between the two reported as net assets. Over time increases and decreases in net assets may serve as a 
useful indicator of whether the financial position of the City is improving or deteriorating.  
 
The Statement of Activities presents information showing how the City's net assets changed during the most 
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the 
change occurs, regardless of the timing of related cash flows. Thus revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods. 
  
Both of the government-wide financial statements distinguish functions of the City that are principally supported 
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to 
recover all or a significant portion of their costs through user fees and charges (business-type activities). The 
governmental activities of the City include general government, public safety, highways and street and culture 
and recreation. The business-type activities of the City include water and sewer operations and residential waste 
hauling and recycling.  
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The government-wide financial statements include not only the City of Berwyn itself (known as the primary 
government), but also the legally separate Berwyn Development Corporation which the City is financially 
accountable. Financial information for this component unit is reported separately from the financial information 
presented for the primary government itself.  
 
Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The City, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. All of the funds of the City can be divided into three categories:  governmental funds, proprietary 
funds, and fiduciary funds. 
 
Governmental funds - are used to account for essentially the same functions reported as governmental activities 
in the government-wide financial statements. However, unlike the government-wide financial statements, 
governmental fund financial statements focus on near-term inflows and outflows of spendable resources as well 
as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in 
evaluating a government's near-term financing requirements.  
  
Because the focus of governmental funds is narrower than that of government-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better understand 
the long-term impact of the government's near-term financing decisions. Both the governmental fund Balance 
Sheet and the governmental fund Statement of Revenues, Expenditures and Changes in Fund Balances provide 
a reconciliation to facilitate this comparison between governmental funds and governmental activities.   
 
The City of Berwyn maintains thirteen individual governmental funds. Information is presented separately in the 
governmental fund Balance Sheet and in the governmental fund Statement of Revenues, Expenditures and 
Changes in Fund Balances for the General Fund, Cermak Road TIF Fund, and the Bond & Interest Fund, which 
are considered to be major funds. Data from the other ten governmental funds are combined into a single, 
aggregated presentation. Individual fund data for each of these non-major governmental funds is provided in the 
form of combining statements elsewhere in this report. The City adopts an annual appropriations ordinance for 
its governmental funds. Budgetary comparison statements have been provided for the governmental funds to 
demonstrate compliance with this ordinance.  
  
The basic governmental fund financial statements can be found on pages 6 - 9 of this report. 
  
Proprietary funds – The City of Berwyn maintains two different types of proprietary funds. Enterprise funds are 
used to report the same functions presented as business-type activities in the government-wide financial 
statements. The City uses an enterprise fund to account for its water and sewer operations. Internal service 
funds are an accounting device used to accumulate and allocate costs internally among the City’s various 
functions. The City of Berwyn uses an internal service fund to account for its workers compensation and general 
liability self-insurance pool. Because this service predominantly benefits governmental rather than business-type 
functions, it has been included within governmental activities in the government-wide financial statements.     
  
Proprietary funds provide the same type of information as the government-wide financial statements, but in more 
detail. The proprietary fund financial statements provide information for the Water and Sewer Fund which is 
considered to be a major fund of the City, and the internal service fund.  
 
The basic proprietary fund financial statements can be found on pages 10 - 12 of this report. 
 
Fiduciary funds - are used to account for resources held for the benefit of parties outside the government. 
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those 
funds are not available to support the City's own programs. The accounting used for fiduciary funds is much like 
that used for proprietary funds.  
 
The basic fiduciary fund financial statements can be found on pages 13 and 14 of this report. 
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Notes to the financial statements - The notes provide additional information that is essential to a full 
understanding of the data provided in the governmental-wide and fund financial statements. The notes to the 
financial statements can be found on pages 15 - 53 of this report.  
 
Other information - In addition to the basic financial statements and accompanying notes, this report also 
presents certain required supplementary information concerning the City's progress in funding its obligation to 
provide pension benefits to its employees. Required supplementary information can be found on pages  54 - 63 
of this report. 
 
The combining statements referred to earlier in connection with non-major governmental funds are presented 
immediately following the required supplementary information on pensions. Combining and individual fund 
statements and schedules can be found on pages 64 - 84 of this report. 
 
Government-wide Financial Analysis 
 
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.  The 
largest portion of the City of Berwyn's net assets represents resources that are subject to external restrictions 
on how they may be used. Assets restricted for use in the City’s four redevelopment areas make up the bulk of 
these assets, followed by assets restricted by the State of Illinois for the purpose of improving streets, and 
assets restricted for law enforcement purposes.  
 
Net assets of the City of Berwyn also includes its investment in capital assets (land, buildings, infrastructure 
and equipment), less any related debt used to acquire those assets that is still outstanding. The City uses 
these capital assets to provide services to citizens; consequently these assets are not available for future 
spending. Although the City's investments in its capital assets is reported net of related debt, it should be noted 
that the resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves cannot be used to liquidate these liabilities. At the end of the fiscal year the City had not yet 
implemented retroactive reporting of its governmental infrastructure assets, although the debt related to the 
acquisitions of these assets is reported in the government-wide statements. As a result, the City reported a 
negative balance in its net assets invested in capital assets.   
 

2005 2004 2005 2004 2005 2004
Current assets 43,810,923$    48,787,064$    4,787,576$     3,955,386$     48,598,499$   52,742,450$   
Capital assets 17,333,994      17,835,794      49,942,919     53,803,712     67,276,913     71,639,506     

Total assets 61,144,917      66,622,858      54,730,495     57,759,098     115,875,412   124,381,956   

Current liabilities 21,366,061      24,090,339      484,468          554,387          21,850,529     24,644,726     
Long-term liabilities 77,686,837      84,589,763      7,090              27,349            77,693,927     84,617,112     

Total liabilities 99,052,898      108,680,102    491,558          581,736          99,544,456     109,261,838   

Invested in capital assets
 net of related debt (42,547,755)     (49,005,607)     49,918,319     53,803,712     7,370,564       4,798,105       
Restricted 10,591,506      13,427,436      -                      -                      10,591,506     13,427,436     
Unrestricted (5,951,732)       (6,479,073)       4,320,618       3,373,650       (1,631,114)      (3,105,423)      

Total net assets (37,907,981)$   (42,057,244)$   54,238,937$   57,177,362$   16,330,956$   15,120,118$   

Governmental activities Business-type activites Total

City of Berwyn Net Assets
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Significant Changes in the City’s Statement of Net Assets: 
 
The City’s governmental activities current assets decreased from 2004 by approximately $4.98 million. During 
2004 the City issued $8.3 million in short-term debt. Approximately $2.47 million was used in 2004 and the 
remainder was used during 2005. The City refunded this debt issue in 2005.  
  
Governmental activities’ current liabilities decreased from 2004 by $2.72 million due to payments of $2.35 million 
to the City’s fiduciary pension funds. 
  
Governmental activities net assets increased $4.08 million in 2005. This reflects that the City has levied taxes 
for principal repayment on its long-term debt, as taxes are included in revenue on the Statement of Activities; 
however the related principal payments are not considered expenses on the Statement of Activities. 
 
Capital assets for both governmental and business-type activities decreased in 2005 due to depreciation.   
 

2005 2004 2005 2004 2005 2004

Revenues:
Program reveues:
  Charges for services 9,609,233$        9,405,602$        4,907,882$      5,455,034$      14,517,115$    14,860,636$    
  Operating grants & contributions 5,471,424          4,333,823          -                       -                       5,471,424        4,333,823        
  Capital grants & contributions -                         -                         -                       -                       -                       -                       
General revenues
  Property taxes 22,380,786        20,320,108        -                       -                       22,380,786      20,320,108      
  Other taxes 17,555,777        15,927,542        -                       -                       17,555,777      15,927,542      
Other revenues 303,929             259,223             -                       -                       303,929           259,223           

Total revenues 55,321,149        50,246,298        4,907,882        5,455,034        60,229,031      55,701,332      

Expenses:
General government 3,950,982          4,174,791          -                       -                       3,950,982        4,174,791        
Public safety 27,713,240        25,190,418        -                       -                       27,713,240      25,190,418      
Highways & streets 4,308,511          2,409,901          -                       -                       4,308,511        2,409,901        
Sanitation 3,035,310          2,880,236          -                       -                       3,035,310        2,880,236        
Culture & recreation 3,939,759          3,532,538          -                       -                       3,939,759        3,532,538        
Interest on long-term debt 3,491,041          3,351,620          -                       -                       3,491,041        3,351,620        
Economic development 4,113,882          2,369,542          -                       -                       4,113,882        2,369,542        
Health & welfare 604,199             495,416             -                       -                       604,199           495,416           
Water & sewer -                         -                         7,933,640        8,306,455        7,933,640        8,306,455        

Total expenses 51,156,924        44,404,462        7,933,640        8,306,455        59,090,564      52,710,917      

Income before Transfers 4,164,225          5,841,836          (3,025,758)       (2,851,421)       1,138,467        2,990,415        

Transfers (87,333)              -                         87,333             -                       -                       -                       

Change in Net Assets 4,076,892          5,841,836          (2,938,425)       (2,851,421)       1,138,467        2,990,415        

Net assets Jan 1, as restated (42,057,244)       (47,899,080)       57,177,362      60,028,783      15,120,118      12,129,703      
Restatement 72,371               -                         -                       -                       -                       -                       

Net assets Dec 31 (37,907,981)$     (42,057,244)$     54,238,937$    57,177,362$    16,258,585$    15,120,118$    

Governmental activities Business-type activites Total

City of Berwyn Changes in Net Assets
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Government activities 
 
Governmental activities increased the City's net assets by $4.0 million in the current fiscal year. Significant 
components of the fiscal year's activities included the following: 
 
Property taxes increased $2.06 million during the year. $895,736 of this increase is resulted from increased 
levies in the City’s four TIF districts due to positive economic development. $1.3 million of the increase the 
leveling off of tax increment growth in the City’s redevelopment areas.  
 
The graph below shows the governmental activities revenues and expenses by function. Any deficit of revenues 
less expenses is then funded through general revenues, primarily taxes.  
 

Program Revenues and Expenses - Governmental Activities
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Government activities - Revenues 
 
The City’s governmental activities are supported mainly by property taxes. In 2005 the City’s property taxes at 
$22.4 million made up 40.5% of the total governmental activities revenues. The next largest portion of 
governmental activities revenues is charges for services, which are approximately 17.4% of the total revenue. 
These percentages have remained relatively constant from 2004 to 2005. In 2004 property taxes were 40.4% and 
charges for services were 18.7% of the total governmental activities revenues. The graph below shows the full 
composition of governmental activities revenues. 
 
 

Revenues by Source - Governmental Activities
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Government activities - Expenses 
 
As in the prior year, the City’s largest area of expense continues to be public safety, accounting for over 54% of 
governmental expenses. Overall governmental expenses increased $6.7 million or 15% from the prior year. $1.7 
million of this increase was related to increased expenses for economic development. This increase was related 
to an alley repaving project ($0.65 million), assistance to a local business ($0.3 million) and additional TIF 
expenses within the South Berwyn Corridor ($0.6 million). During 2005 the City spent approximately $654,000 
more on an alley repaving project than in 2004. The City provided $300,000 in assistance to a local company.  
The public safety expenses increased $2.5 million from 2004. During 2004, the liability for compensated 
absences decreased. Approximately $1.4 million of the decrease in compensated absences offset the public 
safety function in 2004; however in 2005 the City did not have this offset. Public safety expenses also increased 
in 2005 approximately $990,000 due to increases in workmen’s compensation and general liability claims. 
Highways and streets increased approximately $1.9 million which is mainly related to a charge against expense 
for reduction in the arbitrage penalty liability.  
 
 

Expenses - Governmental Activities
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Business-type activities 
 
Business-type activities represent the City’s water and sewer utility. The utility’s primary source of revenue is in 
the form of user fees for water and sewer usage. The rates are designed to recover substantially all of the costs 
associated with providing water and sewer service, except for depreciation. The rates do provide some cost 
recovery for depreciation but is not designed to fund the entire expense. Thus, business-type activities 
decreased the City's net assets by $2.9 million. 
 
Water and sewer usage charges for 2005 decreased approximately $569,000. This decrease also resulted in a 
decrease in the cost of water, as expenses were lower in 2005 than in 2004 by $372,000. The change in net 
assets between the two years was substantially the same.  
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Financial Analysis of the Governmental Funds 
 
As noted earlier, the City of Berwyn uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 
 
Governmental funds - The focus of the City's governmental funds is to provide information on near-term inflows, 
outflows and balances of spendable resources. Such information is useful in assessing the City's financing 
requirements. In particular, unreserved fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the City's governmental funds reported combined ending fund balances of 
$20.7 million. Approximately 4.1% of the City’s total fund balances were unreserved. The remainder of fund 
balance is reserved to indicate that it is not available for new spending because it has already been committed 
to projects such as tax increment financing areas ($4.7 million); state approved motor fuel tax projects ($2.1); 
law enforcement uses ($1.0 million); Fund balances are also reserved for non-current assets such as interfund 
advances ($4.6 million) and land held for resale ($3.1 million).  
 
The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund 
balance of the General Fund was $1.3 million, while total fund balance was $6.5 million. As a measure of the 
General Fund's liquidity, it may be useful to compare fund balance to total fund expenditures. As of December 
31, 2005 the General Fund’s fund balance was 15.4% of the 2005 General Fund expenditures.  
 
Overall the City’s fund balances decreased $2.1 million in 2005. This decrease was made up of decreases in the 
General and Bond and Interest funds of $2.0 million and $1.5 million respectively. These were offset by an 
increase in the Cermak TIF fund of $1.0 million and a small increase in Nonmajor governmental funds. The City 
issued $8.8 million in debt during 2005 to partially refund a short-term borrowing of $8.3 million, however a 
portion of the new debt was issued for projects. This resulted in a deficit fund balance within the Bond and 
Interest fund. The City is exploring debt restructuring methods in order to decrease the annual debt burden that 
is placed on the tax levy. See General Fund budgetary highlights for information related to the decrease in the 
General Fund’s fund balance. 
 
Proprietary funds - The City's proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.  
 
Unrestricted net assets of the Water & Sewer Fund at the end of the current fiscal year amounted to 
$4,320,618. The total decrease in net assets was $2,938,425. Other factors concerning the finances of these 
funds have already been addressed in the discussion of the City's business-type activities.  
 
The City’s internal service fund mainly represents costs for the City’s workmen’s compensation and general 
liability insurances. During 2005 the City’s claims increased $990,000 or 81% due to increasing costs as well as 
an increase in workmen’s compensation claims. The City is currently investigating the use of safety  training in 
order to help educate employees on safer work behavior. It is believed this training this may help decrease the 
costs in future years. 
 
General Fund Budgetary Highlights 
  
The City did not make any supplemental appropriations or transfers of appropriations during the fiscal year. 
Overall actual revenues were slightly over budget by $84,000 or less than 1% of budgeted revenues. However 
General Fund expenditures were over budget by $3.9 million or 10.2%. Of this overage, approximately $2.2 
million was in debt service expenditures. These expenditures were primarily to repayment the City’s line of credit 
for $2.2 million which had not been budgeted.  
 
Capital Asset and Debt Administration 
 
Capital assets - The City of Berwyn's investment in capital assets for its governmental and business-type 
activities as of December 31, 2005, was $70.4 million (net of accumulated depreciation). This investment in 
capital assets includes land, buildings, improvements, systems, machinery and equipment, park facilities, 
streets, bridges and utility infrastructure. During 2005 the City’s capital asset balances decreased $429,000.   
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During 2005 the City purchased several vehicles including two ambulances which increased governmental 
activities capital assets by $300,000. The City’s business-type activities added $87,133 in equipment during 
2005.  
  

2005 2004 2005 2004 2005 2004
Land 4,086,250$       4,086,250$      24,600$         24,600$           4,110,850$       4,110,850$      
Buildings 8,602,314         8,870,992        368,137         368,137           8,970,451         9,239,129        
Equipment 553,357            899,981           45,843             
Land improvements 1,252,151         1,224,846        125,645         125,645           1,377,796         1,350,491        
Fixtures, furniture 131,344            145,417           -                   
Vehicles 2,708,578         2,896,378        -                 -                   2,708,578         2,896,378        
Infrastructure -                    -                   53,239,487    53,239,487      53,239,487       53,239,487      
Total 17,333,994$     18,123,864$    53,757,869$  53,803,712$    70,407,162$     70,836,335$    

Governmental activities Business-type activites Total

City of Berwyn Capital Assets
(net of accumulate depreciation)

 
  
Additional information on the City's capital assets can be found in Note 7 in the notes to the financial statements 
of this report. 
 
Long-term debt - At the end of the current fiscal year, the City of Berwyn had total outstanding of $77.7 million. 
Of this amount $72.2 was general obligation debt which is backed by the full faith and credit of the City.  
 

2005 2004 2005 2004 2005 2004
General obligation bonds 72,273,803$    78,725,556$    -$           -$          72,273,803$   78,725,556$   
Capital leases 686,749           604,401           -             -            686,749          604,401          
Line of credit -                   906,250           -             -            -                  906,250          
Unamortized premiums 1,674,919        1,861,021        -             -            1,674,919       1,861,021       
Claims payable 2,177,601        1,500,691        -             -            2,177,601       1,500,691       
Net pension obligation 107,785           126,887           -             -            107,785          126,887          
Compensated absences 765,980           865,258           7,090         27,309       773,070          892,567          
Total 77,686,837$    84,590,064$    7,090$       27,309$     77,693,927$   84,617,373$   

Governmental activities Business-type activities Total

 
  
The City's total debt decreased by $6.9 million, or 8.2%, during the current fiscal year.  
 
The City's bonded debt is rated as AAA by Standard & Poor’s Credit Market Service in coordination with the 
issuance of a financial guarantee policy delivered with each debt issue.  
 
State statutes govern the amount of general obligation debt a governmental entity may issue, however the 
General Assembly has not limited the amount for home rule units of government. The current outstanding 
bonded debt of the City of Berwyn equals 11.1 percent of its total assessed valuation. 
 
Additional information on the City's long-term debt can be found in Note 9 in the notes to the financial 
statements of this report.  
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Economic Factors and Next Year's Budgets and Rates 
 
The State of Illinois continues to operate in a climate of fiscal uncertainty, and as a result, the City has chosen 
to be conservative in its short term forecast for increases in state shared revenues.  Although state shared 
revenues have shown positive growth in the last year, delays in distribution of revenues are still a concern. Rate 
adjustments implemented for the next budget year include only real estate tax increases up to the level required 
for debt service changes. No increases were budgeted for Water & Sewer charges for services.  
  
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Berwyn's finances for all those with 
an interest in the government's finances. Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the City of Berwyn Finance Director, 6700 
W. 26th Street, Berwyn, Illinois 60402. 




































































































































































































